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PRESS ANNOUNCEMENT 


(for immediate release) 


FIRST HALF RESULTS 


(UNAUDITED) = 


ee 


_ Peoples Department Stores Ltd. is pleased to announce its unaudited 


results for the_six months 
which are as follows: 


p31, 


1974, highlights of 


Consolidated sales for the period were (638.7 million)as compared 
withC$34.1 million-in 1973. Thesales of Peoples Stores Division 
increased by 21% to $16.1 million and Gordon Mackay Division 

sales increased by nearly 9% to $22.6 million. These sales figures 
do not reflect the results of the Marks & Spencer Division (includ- 
ing its wholly owned subsidiary D'Allairds) which is 50% owned by 
Peoples Department Stores and 50Z by Marks & Spencer of the United 
Kingdom and accounted for by the equity method. Sales of this 

group increased by 40% to $8.4 million which reflects both increased 
sales for existing stores and new store openings. 


C775 
Consolidated earnings increased by 17% from |$1,671)000 i PSELO 
[V4 = $1,961J000 in 1974 while earnings per share increased from 38¢ to 
¢. art 
The M ivisi contributed $151,000 of-earninges—to— 


fo {974+ @ first<half results #4974 compared with $78,000 for the previous 
year. 


7 f ‘ ; pee S 
TAaavane— Vheok Que A Low = fx ba fk y : 
The Marks & Spencer operations are in an expansi stage and, as 
a result, are expected to opesete—at a loss if fiscal 1974, This 


loss will be offset to a considerable extent by the profitable oper- 
ations of D'Allairds Stores Division which has shown improved sales 
and earnings over the previous year. Increased revenues from sales 
growth and additional store locations of the Marks & Spencer Division 
can be expected to produce a profitable operation on a substantial 
‘scale in future years. 


Management expects that the level of earnings achieved during the 


last half of fiscal 1973 will at least be maintained during the 
same period of the current year. 


February 28, 1974 
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PRESS ANNOUNCEMENT 


(for immediate release) 


PEOPLES DEPARTMENT STORES LTD. 


FIRST HALF RESULTS 


(UNAUDITED) 


The consolidated sales and earnings of Peoples Department Stores 


Ltd. for the six months ended January 31, 1974, are as follows: 


1974 1973 
$"000 $'000 
Sales C3875 34,118) 
Earnings before income taxes 33/39 Be224 
Income taxes 1,878 1,580 
Earnings before minority interest L, 861 1,644 
Minority interest in net earnings of 
subsidiary ay oy 
1, SOLO L393 


Share of consolidated net earnings 
of related company P51. 78 


Net earnings | 1,961) L674 


Net earnings per share 41¢ 38¢ 
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PRESS ANNOUNCEMENT 


(for immediate release) 
GORDON MACKAY & STORES LIMITED 


FIRST HALF RESULTS 


(UNAUDITED) 


The consolidated sales and earnings of Gordon Mackay & Stores 


Limited for the six months ended January 31, 1974, are as 


follows: 


1974 LOT'S 

$'000 $'000 

Sales m2 3059 20,012 
Earnings before income taxes L525 Lr50 
Income taxes Tes, 858 


Net earnings 790 892 
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To our Shareholders 


For the 52 weeks ended July 31, 
1977, sales of the Group increased by 
$18,603,000 to $130,958,000 and the 
net loss for the year, before 
extraordinary items, amounted to 
$1,616,000 compared with 

~ $3,164,000 in 1976, a 53 week period. 
After extraordinary items, the final net 
loss for 1977 was $666,000 compared 
with a final net loss in 1976 of 
$10,164,000. 


Review 


THE MARKS AND 
SPENCER DIVISION 


Early in the financial year the process 
of conversion of the former Walkers 
stores into the Marks and Spencer 
trading group was completed. Total 
sales for the year were $60,849,000 
compared with $56,535,000 in the 
previous year. These figures include 
food sales which showed a 
substantial increase from $2,401,000 
to $10,167,000. During the year, the 
limited range of “St. Michael” foods 
was extended to all but one of the 
stores in the division. The division 
incurred a loss before taxes of 
$6,418,000 compared with a loss last 
year of $8,597,000 before an 
extraordinary cost of $7,000,000 to 
convert the former Walkers stores to 
Marks and Spencer stores. The 1977 
loss Is after taking currency gains 
totalling $2,282,000 into income. These 
arose mainly from the decline in the 
value of sterling during the period 
August to December 1976. 


At the beginning of the fiscal year the 
division comprised 71 stores with a 
trading area of 696,000 square feet. 
During the year five stores were 
closed. In addition, the selling area in 
certain stores that continue to trade 
was reduced by almost 100,000 
square feet. These closures and 
footage reductions are part of a 
programme to bring sales area into 
line with the level of business that can 
be generated. 


Peoples Department Stores Ltd. and Subsidiaries 


Statement by the Chairman the Hon. Sir Marcus Sieff, O.B.E., B.A. 


The good performance of many of our 
stores located in shopping malls has 
led us to concentrate in this field for 
the future expansion of the division. 


In March 1977, a new store was 
opened in the “Lloyd D. Jackson 
Square” shopping centre in Hamilton, 
Ontario. Since the end of the fiscal 
year, five new stores have been 
opened, two in Ottawa and one in 
each of Calgary, Vancouver and 
Burlington. Four small stores have 
been closed, three of which were 
located in the Ottawa Valley — an 
area now served by the new stores in 
Ottawa itself. The Marks and Spencer 
division now consists of 68 stores with 
a trading area of 591,000 square feet. 


We have worked closely with our 
suppliers and have achieved higher 
quality and better values. We are 
delighted to report that more than 
70% of textile merchandise sold in 
Canada under the ‘St. Michael” 
brand is now being produced by 
Canadian manufacturers. One of the 
undertakings given to the Foreign 
Investment Review Agency 
(Canada), at the time control of your 
Company was acquired by Marks 
and Spencer Limited, of the U.K., 
was that 70% of “St. Michael” 
clothing sold in our stores here would 
be produced in Canada within 7 
years. It is a tribute both to our own 
buyers and technologists, and to our 
Canadian manufacturers, that we 
have been able to achieve this target 
in two years. 


These manufacturers have 
contributed substantially to our 
knowledge and understanding of the 
needs and tastes of our Canadian 
customers. Their co-operation and 
support is most valuable and greatly 
appreciated. As a result of this close 
relationship with our manufacturers, 
Marks and Spencer Limited, of the 
U.K., has purchased suitable lines of 
Canadian produced “St. Michael” 
merchandise for sale in Great Britain 
and for re-export elsewhere. 


We are devoting much attention to the 
expansion of the present limited 
range of “St. Michael” foods which is 
selling well. We are now developing 
Canadian produced foods and have 
had discussions with suppliers 
concerning recipes, quality and 
hygiene requirements. 


THE D’ALLAIRD’S DIVISION 


This division enjoyed a successful 
year, in spite of difficult trading 
conditions. With only 5,000 square 
feet of new selling space, sales 
increased by 21% from $16,885,000 
to $20,440,000 and profits before 
taxes increased by 57% from 
$1,511,000 to $2,375,000. We now 
have a chain of 50 stores across 
Canada with a trading area of 179,000 
square feet, selling a range of high 
quality women’s outerwear and 
accessories. 


Most of this merchandise Is 
manufactured in Canada, with 30% 
being produced in our own modern 
factory in Montreal. 


THE PEOPLES DIVISION 


This division experienced very difficult 
trading conditions. No new stores 
were opened and none were closed, 
although 22,000 square feet of 
unproductive space was converted to 
selling area during the year. Sales 
were $49,669,000 compared with 
$49,346,000 last year. Our margins 
remained stable but store operating 
costs increased slightly. As a result, 
profits before taxes fell by 3% from 
$3,663,000 to $3,552,000. There are 
now 61 stores in this division with a 
trading area of 967,000 square feet. 


The Future 


Sales at the newly opened Marks and 
Spencer stores have been 
encouraging. We are seeking to 
increase our selling area in some 
malls where we have been successful 
and where the existing space and 
facilities are inadequate and are 
actively looking for new sites in 
suitable malls. However, the failure of 
some of the free standing non-mall 
downtown stores to perform well, 
particularly where new enclosed malls 
have been opened in the 
neighbourhood, means that we must 
review their progress in the coming 
year and make closures or reduce 
footage where necessary. 


We are taking steps to ensure that our 
operating expenses are tightly 
controlled. There is still much to be 
done to put the Marks and Spencer 
division on a profitable basis but your 
Directors are confident that it can be 
achieved. 


We expect the D’Allaird’s division to 
increase its sales and profits in the 
current financial year. Two new stores 
have been opened since the end of 
the fiscal year and four more will open 
early in 1978. 


It is estimated that both sales and 
profits of the Peoples division will 
show a modest growth for the current 
year. One new store has been opened 
since the beginning of the new fiscal 
year and another store will be 
relocated, with larger selling space, 
early in 1978. 


Appreciation 


| wish to record, on behalf of the 
Board of Directors, my appreciation 
and gratitude for the hard work, 
dedication and loyalty which has 
been shown by our staff at all levels in 
the Group. 


, : 


Montreal, Canada 
November, 1977 


Peoples Department Stores Ltd. and Subsidiaries 


Five Year Financial Summary 1977 1976 1975 1974 1973 
for the years ended July 31 (note 1) 


Operations ($000’s) 


Sales = 130,958 A235 5 85,033 72,007 61,485 
Earnings (loss) before income taxes (1,186) (3,909) 2S 6,651 6,032 
Income taxes 430 (936) 1,436 Sao lic EA OTAe 
Earnings (loss) before minority interest (1,616) (2,973) 1,299 3,339 3,062 
Minority interest — (98) (93) (98) (101) 
Share of earnings (loss) of 

related company —~ (93) (4) 81 125 
Net earnings (loss) before extraordinary items (1,616) (3,164) 1,202 3,022 3,086 
Extraordinary items 950 (7,000) — 374 — 
Net earnings (loss) (666) (10,164) P202 3,696 3,086 
Net earnings (loss) as a percentage 

of sales (0.5%) (9.0%) 1.4% 5.1% 5.0% 


Per Share of Common Stock (dollars) 
Net earnings (loss) before extraordinary items 


(note 2) (.34) (.66) eS 20) 67 
Dividends Nil ive, 20 Ad 09 
Statistics 
Number of stores 178 182 107 98 89 
Selling area (thousands of square feet) 1,714 iomls UPL 36) 1,303 1,140 
Common shares issued and outstanding (note 2) 4,769,638 4,769,638 4,769,638 4,762,138 4,596,747 
Other ($000’s) 
Working capital (deficiency) (3,995) (11,057) 5,239 8,084 8,670 
Capital expenditures 3,941 4,928 4,628 Sor TOnL 
Rent 10,222 7,506 3,686 2,348 1,937 


1. The operations of St. Michael Shops of Canada Limited have been consolidated from 
December 1, 1975, the effective date of the acquisition of the remaining 50% of its capital stock. 
2. Based on the weighted average number of shares outstanding during each year. 


Consolidated Balance 
Sheet 
as at July 31, 1977 


Peoples Department Stores Ltd. and Subsidiaries 


ASSETS 


Current Assets 
Accounts receivable 
Inventories 
Income taxes recoverable 


Prepaid expenses and other assets 


Fixed Assets 


Cost 
Land 2,781 
Buildings 6,731 
Furniture and fixtures CAROTA 


31,383 


Leasehold improvements — at cost, less 


amortization 


Other Assets 


SIGNED ON BEHALF OF THE BOARD 


MARCUS: sicne 
Director 


ABE GOLD 
Director 


Accumulated 
depreciation | 


2,141 
1,629 
O10 


LIABILITIES 


Current Liabilities 
Bank advances 
Accounts payable—trade 
—Marks and Spencer Limited 
Income taxes 


11% Mortgage Payable — due 1999 
Advances from Marks and Spencer Limited 


Long-Term Bank Advances 


SHAREHOLDERS’ EQUITY 
Capital Stock 
Authorized — 


400,000 non-cumulative, convertible, 
participating, preferred shares of a par 
value of $8.75 each 


7,500,000 common shares without nominal or | 
par value 


Issued and fully paid — 


400,000 preferred shares 
4,769,638 common shares 


Retained Earnings 


Peoples Department Stores Ltd. and Subsidiaries 


Consolidated Statement 
of Loss 
for the year ended July 31, 1977 
Sales 


Expenses 
Cost of sales, operating and 
administrative expenses 
Rent 
Interest 
Depreciation and amortization 


Loss Before Income Taxes 


Provision for Income Taxes 
Current 
Deferred 


Minority Interest in Net Earnings of Subsidiary 


Share of Consolidated Net Loss of 
Related Company 


Loss Before Extraordinary Item 
Extraordinary Item 
Net Loss for the Year 
Net Loss per Share 
Before extraordinary item 


After extraordinary item 


Consolidated Statement 
of Retained Earnings 


for the year ended July 31, 1977 os en 
Balance — Beginning of Year 


Loss for the year 


Dividends — common shares 
Balance — End of Year 


Consolidated Statement eek 
s of dollars) 


of Changes in 
Financial Position 
for the year ended July 31, 1977 Source of Working Capital 


Provided from operations 
Issue of preferred shares 
Long term bank advances 


Use of Working Capital 

Used in operations 

Used by extraordinary item 
Additions to fixed assets 

Other assets 

Net non-current assets of subsidiary acquired 
Purchase of minority interest in shares 

of subsidiary 
Dividends 


Increase (Decrease) in Working Capital 
Working Capital (Deficiency) — Beginning of Year 
Working Capital Deficiency — End of Year 


Peoples Department Stores Ltd. and Subsidiaries 


Notes to Consolidated Financial Statements 
for the year ended July 31, 1977 


1. Significant Accounting Policies 


(a) Principles of consolidation — 

These financial statements include the accounts of the 
company and all of its subsidiaries. 

(b) Inventories — 


Inventories are valued at the lower of cost and net 
realizable value less normal profit margin as determined 
by the “retail method” of inventory valuation. 


(c) Fixed assets — 
Depreciation and amortization are charged against 
earnings on a straight line basis over the following 
estimated useful lives: 
Buildings — 25 to 40 years 
Furniture and fixtures — 25 years 
Leasehold improvements over the terms of the 
related leases ranging from 5 - 30 years 


2. Other Assets 


Other assets are classified as follows: 
1977 1976 
(in thousands of dollars) 
10% mortgage receivable — 


due 1980 354 354 
Loan to a director 163 165 
Employee loans 475 437 

992 956 


3. Long-Term Debt 


(a) Long term bank advances bear interest at the 
banks’ prime rate of interest plus 3/4% per annum and 
are due for repayment on December 31, 1979. All bank 
advances are guaranteed by Marks and Spencer 
Limited. 


(b) Advances from Marks and Spencer Limited do not 
bear interest and are repayable on demand after July 
31.1978: 


4. Capital Stock 

(a) The 400,000 non-cumulative, convertible, 
participating, preferred shares bear non-cumulative 
annual dividends of one-tenth of one cent per share until 
May 31, 1979 and thereafter are entitled to the same 
dividend per share as that declared for common shares 
and are also convertible to common shares on a one for 
one basis at the option of the holder. 


(b) The company has reserved 500,000 common 
shares as follows: 

(i) 400,000 shares related to the issued and 
outstanding convertible preferred shares: 

(li) 100,000 shares under a ‘key employee” stock 
option plan. The company has granted the 
following options (including 5,000 shares to an 
officer) which may be exercised until 1982: 


Options granted Price per share 
31,000 shares $13.28 
2,000 shares 17495 


5. Dividend Restriction 


To obtain approval from the Foreign Investment Review 
Agency (Canada) of the acquisition of control of the 
company, Marks and Spencer Limited has undertaken 
that dividends paid before July 31, 1978 will not exceed 
35% of consolidated net earnings after income taxes. 


6. Foreign Currency Transactions 

Purchases from Marks and Spencer Limited, expressed 
in pounds sterling, have been specifically hedged with 
forward exchange contracts. Consequently, the account 
payable to Marks and Spencer Limited of $14,222,000 
is the Canadian dollar settlement amount under 
contracts maturing at various dates to January 16, 1978. 
Included as a reduction of cost of sales, operating and 
administrative expenses is an amount of $2,282,000 
relating to forward exchange contracts. 


7. Extraordinary Item 
The extraordinary item arises as follows: 


1977 1976 
(in thousands of dollars) 


Recovery of current year’s income 
taxes on application of prior years’ 
losses (950) — 
Conversion of Walkers Stores retail 
locations to “Marks and Spencer’ 
stores 


8. Loss per Share 


Net loss per share has been calculated on the basis of 
4,769,638 shares (1976 — 4,769,638 shares) being the 
actual number of shares outstanding during the year. 


9. Other Financial Information 
(a) Remuneration of directors and officers is as follows: 


1977 1976 
Number of directors 9 i) 
Aggregate remuneration as 
directors, paid by — 

Peoples Department 
Stores Ltd. $3,000 $3,000 
Number of officers i it 


Aggregate remuneration as 
officers, paid by — 
Peoples Department 
Stores Ltd. 
Walkers Stores Limited 
St. Michael Shops of 


$103,750 $125,000 
$139,583 $170,000 


Canada Limited § 35,000 nox 
Number of officers who are 
also directors 5 5 


(b) Minimum rentals under long-term property leases 
are approximately $8,000,000 per annum for the next 
five years. Certain of these leases require the payment 
of additional amounts based on percentage of sales 
and other factors. 

(c) The companies have losses for income tax 
purposes available to reduce future taxable earnings as 
follows: 


Available up to (in thousands 
and including of dollars) 
1980 540 
1981 W250 
1982 850 
8,640 


In addition the undepreciated capital cost of fixed 
assets for income tax purposes exceeds the net book 
value by approximately $1,480,000. 


10. Anti-Inflation Act 

The companies are subject to restraint of profit margins, 
prices, dividends and compensation under the terms of 
the Anti-Inflation Act and Regulations. 


Auditors’ Report 
to the Shareholders 


10 


Peoples Department Stores Ltd. and Subsidiaries 


We have examined the consolidated balance sheet of Peoples Department 
Stores Ltd. and subsidiaries as at July 31, 1977 and the consolidated - 
statements of loss, retained earnings and changes in financial position for 
the year then ended. Our examination was made in accordance with 
generally accepted auditing standards, and accordingly included such 
tests and other procedures as we considered necessary in the 
circumstances. 


In Our opinion, these consolidated financial statements present fairly the 
financial position of the companies as at July 31, 1977 and the results of 
their operations and the changes in their financial position for the year then 
ended in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


COOPERS & LYBRAND 
September 15, 1977 CHARTERED ACCOUNTANTS - 
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